
DOCKETED SY

488%

4

'
nm llllllllllIIIIIIIIIIII IIQ94GW U lll0lll0g¢l0¢ll0 41 in ngrnnorgr am |

u -
_

4 J '

"**
" 3 "

4 g I¢.I1* . i

in F

1 BEFORE THE ARIZONA CORPORATION C0 SSI0N
sum REP -\ Q

2 COMMISSIONERS arizona Corporation Commission

w

i

. é

|
Rx la'

1" ` I"*
4 . n DOCKETED

3 ¢.~ ... ~/ f

v

SEP 1 2010
4

5

KRISTIN K. MAYES, Chairman
GARY PIERCE
SANDRA D. KENNEDY
PAUL NEWMAN
BOB STUMP

6

7

8 I
NOTICE OF FILING
REJOINDER TESTIMONY

9
. m

n. Qr

IN THE MATTER OF THE APPLICATION OF
SOUTHWEST TRANSMISSION COOPERATIVE, I Docket No. E-04100A-09-0_96
INC. FOR A HEARING To DETERMINE THE
FAIR VALUE OF ITS PROPERTY FOR
RATEMAKING PURPOSES, TO FIX A JUST AND
REASONABLE RETURN THEREON AND To
APPROVE RATES DESIGNED To DEVELOP
SUCH RETURN

10

11 Notice is given that Southwest Transmission Cooperative, Inc. has filed the Rejoinder

mg

<`
. N>-<
888o§58°
4 a2§
Ydzmm§8"
¢0 E8
u ,<o11-U 59

3==
< n.
w 13

12 Testimony of Gary E. Pierson.

RESPECTFULLY SUBMITTED this ISI day of September, 2010.

GALLAGHER & KENNEDY, P.A.14

15

1 6

17

18

19

By
Michael M. Grant
Jennifer A. Cranston
2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for Southwest Transmission

Cooperative, Inc.

20 Original and 13 copies filed this
ISI day of September, 2010, with:

21

2 2

2 3

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

24



\

1 Copies of the foregoing delivered this
1st day of September, 2010, to:

2

3

4

Commissioner Kristin K. Mayes, Chairman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

5

6

Commissioner Gary Pierce
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

7
\

8

9

Commissioner Paul Newman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

10

11

Commissioner Sandra D. Kennedy
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

12

13

14

Commissioner Bob Stump
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

15

16

17

Maureen Scott
Legal Div is ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

18

19

20

Ayes fa Vohra
Legal Div is ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

21

22

23

Terri Ford
Uti l i t ies Div is ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

24
2



1

\

1

2

3

Barbara Keene
Uti l i t ies Div is ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

4

5

6

Michele Finical
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

7 Copies of the foregoing mailed and emailed
this 1 SI day of September, 2010, to:

8

9

10

11

Jane L. Rodda
Administrative Law Judge
Arizona Corporation Commission
Hearing Division
400 West Congress
Tucson, Arizona 85701-1347

12

13

14

William P. Sullivan
CLu'tis, Goodwin, Sullivan, Udall & Schwab, P.L.C.
501 East Thomas Road
Phoenix, Arizona 85012-3205
Attorneys for MEC

15

16

17

Bradley S. Carroll
Snell & Wilmer L.L.P.
One Arizona Center
400 East Van Buren
Phoenix, Arizona 85004-2202
Attorneys for SSVEC

18

19

20

21

Michael W. Patten
Timothy J. Sabo
Roshka DeWulf & Patten, PLC
400 East Van Buren, Suite 800
Phoenix, Arizona 85004-2262
Attorneys for Trico

22

23

24
3



l

2

3

Christopher Hitchcock
Law Offices of Christopher Hitchcock, P.L.C.
P.O. Box AT
Bisbee, Arizona 85603-0115
Attorneys for SSVEC

4 ( QQM
15169-13/2535005

,4L£,=a l&,

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
4



REJOINDER TESTIMONY OF

GARY E. PIERSON

ON BEHALF OF

SOUTHWEST TRANSMISSION COOPERATIVE, INC.

September 1, 2010

15169-13/2530304v3



TABLE OF CONTENTS

Page

REMAINING DSC ISSUE l

SUMMARY OF REJOINDER POSITION 2

Exhibits

GEP-3 - Comparison of Positions
GEP-4 - Proposed Rates

15169-13/2530304v3 i



1 REJOINDER TESTIMONY OF GARY E. PIERSON

2 ON BEHALF OF

3 SOUTHWEST TRANSMISSION COOPERATIVE, INC.

4 Q. Mr. Pierson, are you the same Gary E. Pierson who sponsored Direct and Rebuttal

5 Testimonies for Southwest Transmission Cooperative, Inc. ("SWTC") in this' matter?

6 A. Yes, I am.

7 Q. Have you reviewed the Surrebuttal Testimonies of Staff witnesses Messrs. Smith and

8 Kalbarczyk which were filed August 18, 2010 in this matter?

9 A. Yes, I have. Mr. Smith accepted our rebuttal position on the ratemaking treatment of the

10 gain realized on the sale of a 69 kV line and we agree that this increases SWTC's revenue

11 requirements by approximately $73,000. Mr. Kalbarczyk also accepted Dr. Zamikau's

12 small corrections in allocated costs on a discounted rate involving Mohave Electric

13 Cooperative, Inc.

14 Q. In light of those positions, Mr. Pierson, have the disputes in this case been reduced

15 to the single issue of the appropriate Debt Service Coverage ("DSC") ratio to be

16 approved for SWTC by the Commission?

17 A. That's correct. SWTC and Staff agree on operating expenses in the test year, the value of

18 SWTC's rate base and the cost of service principles and cost allocation methods to be

19 applied in this case. Our sole remaining disagreement concerns the amount of the

20 proposed revenue increase. Staff recommends an increase of approximately $7.7 million,

15169-13/2530304v4



1 while our recommendation is $6.8 million. The roughly $900,000 differential results

2 from Staffs position that a DSC of 1.45 should be approved and our position that the

3 Commission should use a 1.35 DSC in setting our rates. For the reasons discussed at

4 pages 1-2 of my Rebuttal Testimony, SWTC continues to believe that the 1.35 DSC is

5 adequate and should be approved by the Commission. SWTC's Management

6 recommended and SWTC's Board of Directors authorized our 1.35 DSC position.

7 SWTC members support the 1.35 DSC position and MEC, Trico and SSVEC have filed

8 testimonies or comments in support of the Board of Directors' position.

9 SUMMARY OF REJOINDER POSITION

10 Q. Have you prepared exhibits which summarize SWTC's current positions and

11 requests?

12 A. Yes, I have. Exhibit GEP-3 summarizes SWTC's rate filing, Staff s Direct Testimony,

13 SWTC's rebuttal, Staffs surrebuttal and SWTC's rejoinder positions. Referring to

14 Column 5 (Company Rejoinder Position) of Exhibit GEP-3, SWTC requests that the

15 Commission authorize a revenue increase of approximately $6.8 million or a 26.43%

16 increase over revenues in the test year under present rates. This is about 3.2% lower than

17 our original as-filed position and results in Operating Margins of about $7.5 million anda

18 rate of return of 9.46% on the fair value rate base of $79.1 million. In addition, Exhibit

19 GEP-4 compares the SWTC and Staff positions as to proposed transmission service rates

20 throughout the case. Referring to Column 6 (Company Rejoinder Position), SWTC

21 requests that the Commission approve the rates stated in that column.

15169-13/2530304v4 2



1 Q- Mr. Pierson, can you estimate the impact of the requested increase on a retail

2 cooperative's member/0wner's bill"

3 A. As Mr. Minson discussed at page 5 of his Direct Testimony, it's difficult to do that

4 precisely because this is awholesale rate and the distribution cooperatives have different

5 rates and rate structures at retail. But, using the same assumptions stated in his

6 testimony, our reduced request will translate to about a $4.20 increase in the monthly bill

7 of a residential customer taking 1,000 kph per month.

8 Q. Does this conclude your Rebuttal Testimony?

9 A. Yes, it does.

15169-13/2530304v4 3
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